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SUMMARY AND INTRODUCTION 


Singapore's economy in 1981 exhibited a resiliency in the face of the problems 
faced by many of Singapore's trading partners which is no longer surprising to 
observers of Singapore's economy. It is nonetheless amazing, given Singapore's 
dependence on trade for growth. Gross domestic product (GDP) grew by 

9.9 percent, slightly short of the 10.2 percent rate of 1980, but obviously 
still very impressive.1/ The consumer price index rose by 10.4 percent in 
1981, based mostly on increases in food prices. However, the wholesale price 
index actually stood lower at the end of 1981 than at the end of 1980, having 
fallen by one percent. Singapore continued to bear the not-altogether 
unpleasant burden of a labor shortage in 1981. The external sector was 
healthy, although export growth, at 6.8 percent, was sluggish, particularly by 
Singaporean standards. Singapore had a large capital account surplus 

--$2.67 billion--on the strength of high direct foreign investment inflows 
(including significant retained income) and private sector external borrowings 
for domestic credit. New foreign investment commitments were $628 million in 
1981, exceeding the total of $575 million for 19802/ ; reserves increased by 
12.6 percent despite a $6.6 billion dollar trade deficit; and the Singapore 
dollar on the year outperformed the U.S. dollar (and thereby almost all other 
currencies). 


THE ECONOMIC ENVIRONMENT: CONTEXT, POLICIES, AND PLANNING 


Singapore's perpetually high economic growth rates are no longer surprising to 
observers of the Asian economic scene, but they are still remarkable. The 
economy grew at an average annual real rate of 9.4 percent in the seventies, 
and has grown by about 10 percent in each of the past three years. In 
addition, Singapore usually is able to maintain enviable relative price 
stability, has no unemployment, runs fiscal surpluses or near surpluses (on a 
consolidated public sector basis) and perennially attracts large foreign 
investment inflows. Once largely an entrepot, Singapore's economy now is 
diversified to an extent one would not expect to find in a small island of 
2.4 million people. As a result of its economic growth, Singapore's per 
capita GNP--$5,112 at the end of 198l--trailed only Japan's in Asia, and the 
Government has been able to provide a basic standard of essential goods and 
services (housing, medical care, education, transportation). 


1/ This and all other growth rates in the text refer to growth measured in 
Singapore dollars, which is different from growth in U.S. dollars because of 
exchange rate changes. All values in the text, however, are expressed in U.S. 
dollars, unless otherwise stated. 


2/ Excluding a large petrochemical complex which is omitted because it is 
a commitment whose size -- almost US$1 billion -- is unlikely to be duplicated 
and would distort comparisons with other years. 





calles 


The reasons for Singapore's economic successes are many. Some of the key 
factors are: 


--The gross national savings rate in Singapore usually runs around 30 percent 
of GDP, and gross domestic fixed capital formation runs at about 40 percent of 
GOP. This insures a continued upgrading and expansion of the island's 
infrastructure and of the productive capacity of the private sector. The 
Government devotes great energy and much attention to the careful development 
of modern and efficient infrastructure, including roads, telecommunications 
facilities, port facilities, utilities, and educational institutions. 


--The economy is structurally diverse, anc its export markets are 
geographically diverse. This has enabled Singapore to avoid having its future 
tied to one or two products or one or two markets. 


--Singapore's economy is far from laissez-faire, with extensive governmental 
intervention in the form of regulation and government ownership, but the 
Government has managed to achieve the difficult goal of intervening in a way 
which usually complements, or at least does not obstruct, market forces. 


--The Government has been able to maintain political stability and ethnic 
harmony in a basically democratically-oriented framework. This stability has 
enhanced the investment environment, as has the tranquil labor environment, to 
which the Government also devotes considerable attention. 


In the late 1960s, Singapore launched its plans to develop a manufacturing 
sector to complement and reduce its reliance on entrepot activities by 
attracting labor-intensive firms mainly in the textile and electronics 
fields. In the mid-1970s, as high growth rates and a slowly-growing labor 
force began to raise the spectre of a labor constraint, the Government 
realized that the structure of the economy had to change, but it delayed 
beginning a major restructuring effort because it believed that global 
economic uncertainties rendered the environment for it too risky. In fact, in 
the mid-seventies, the Government followed a policy of what turned out to be 
artificially low wage restraint. By 1979, however, the Government realized 
that labor was underpriced, inefficiently utilized, and in critically short 
supply. With the economy having recovered robustly from the relatively mild 
setbacks it suffered in 1974-1975, the restructuring effort was formally 
launched. 


In June, 1979, the National Wages Council (NWC--a tripartite organization 
which announces blue collar wage "guidelines" each year) set the 1979 wage 
increase guidelines so as to increase employers' wage bills for the average 
bargainable employee by an average of 20 percent, and wages by an average of 
14 percent. A similar increase was announced in June, 1980, and a slightly 
smaller increase in May, 1981. This wage policy is one of the key elements of 
the restructuring effort. In addition, there is an intense and well-funded 
effort to increase manpower training. The Government also has added to and 
expanded its already impressive array of capital investment incentives, and 
uses the leverage those investments afford it to influence the character of 
new investments. 
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In addition to relieving the labor constraint, the policy is aimed at raising 
productivity so that the standard of living will continue to rise at the high 
rate to which Singaporeans have become accustomed. Finally, another factor in 
the adoption of the policy was the belief that capital-intensive and 
technologically-sophisticated products in general encounter fewer protection- 
ist pressures than labor-intensive ones. 


Early doubts about the policy in some quarters centered on potential 
inflationary effects and reduced foreign investment inflows, but neither has 
materialized. Price behavior has been moderate by world standards and 
external events have been the primary culprit behind most price increases. 
Although high wage increases seem to raise automatically the possibility of 
higher prices, the linkage in fact is not that direct, particularly in a very 
open economy where they can be mitigated by numerous factors. Further, there 
is a tendency to overestimate labor content in unit cost, especially when 
relatively large wage increase recommendations are being added to a relatively 
small base. 


As for the policy's effect on the investment climate, the continued increase 
in foreign investment commitments since the announcement of the policy, and 
Singapore's continued widespread and deserved reputation as a good place in 
which to do business, demonstrate that an inability to attract capital will 
not be a problem. Figures released by the Government show that Japanese 
investment in Singapore tends to be more labor-intensive than that of the 
United States or the EEC. If Japanese investment in Singapore is predicated 
to a significant extent on the availability of inexpensive labor, then the 
policy could dampen Japanese investment flows. (They were down in 1980, but 
rebounded somewhat in 1981.) It is not yet clear what the ultimate effect of 
the wage policy on Japanese investment will be. One fear is a diverting of 
Japanese investment to the United States and Europe as a way to ease trade 
friction. Should this occur, the Government's new policy could not be held 
responsible. The same can be said about a decline in foreign investment in 
general resulting from poor economic performance in developed countries. The 
policy has not deterred American investment, as commitments from United States 
investors have risen in each of the past three years, retaining American's 
position as the largest investor in Singapore. 


There is ample evidence to suggest that the restructuring effort is producing 
the desired result. Productivity growth is strong, and has increased 
considerably. It was only 2.6 percent in 1979, but was 5.0 percent in 1980 
and 5.4 percent in 1981. Construction and trade, sectors in which, it could 
be argued, productivity growth increases are more difficult to obtain, have 
seen slower increases (and in fact, small decreases in 1981). The 
manufacturing, transport and communication, and financial and business 
services sector have all made impressive gains, however. In 1981, fixed 
assets per worker of new investment commitments were up 128 percent over 1979, 
and expected value-added per worker was up 81 percent (both in real terms). 
The productivity increases and other indicators also evidence significant 
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upgrading by existing concerns, as would be expected in the face of a tight 
labor market and corresponding rapidly rising real wages. This has been 
possible because the organization of the Singapore economy insures adequate 
capital formation to compensate for a shortage of labor, and because Singapore 
has continued to attract foreign capital, despite higher real wages, by 
offering compensating benefits to foreign investors. The trained, and 
trainable, nature of the workforce has also played an important part. 


The economy has been afforded some breathing room by an increased inflow of 
foreign workers and a rising female participation rate (now only 44.8 percent, 
however, compared to 81.1 percent for males). The Government is committed to 
phasing out foreign workers in most sectors by 1990, however. Further, 
population growth is low (although labor force growth will exceed population 
growth for several years while a bulge in the population pyramid works its way 
through the system). Given the policy on foreign workers and the rate of 
population growth, economic planners wisely, and apparently successfully, have 
begun the process of overcoming the labor constraint to growth through 

training and capital investment. 


THE ECONOMY IN 1981 


Singapore's economic performance in 1981 would be the envy of most countries: 
real growth of 9.9 percent, the GDP deflator rose only 5.4 percent (but 
consumer prices rose 10.4 percent), only frictional unemployment (3.9 
percent), an eight percent increase in foreign investment commitments (to a 
record US$628 million), a US$917 million increase in foreign reserves and a 
decline in external public debt, and a public sector surplus. 


Two of the most important factors contributing to Singapore's growth rate are 
the savings and investment rates. Private consumption expenditure was only 57 
percent of GDP in 1981, while gross domestic fixed capital formation (GDFCF) 
was 4] percent. Gross national savings--31 percent of GDP--financed 68 
percent of GDFCF, while the balance was financed by capital inflows. 


The savings rate is aided by compulsory net contributions to the Central 
Provident Fund, which came to $918 million in 1981, equalling about 25 percent 
of gross national savings. The Fund sometimes is dubbed Singapore's "Social 
Security," but in fact it operates much differently. Payments into the Fund 
by employers and employees are placed in individual accounts from which 
employees can withdraw in full only when they retire (or earlier in lesser 
amounts for certain purposes). The Government borrows from the Fund to 
finance development expenditure. Though the Fund's receipts are not classed 
as Government revenue, they exert basically the same effect on liquidity 
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because the Fund must place all of its funds in Government issues or on 
deposit with Monetary Authority of Singapore. The Monetary Authority uses the 
funds to help finance Government expenditures, thus providing the Government 
with an inexpensive form of development finance. This facilitates the 
Government's contribution to the high investment rate through its vigorous and 
efficient promotion of physical infrastructure. The Government also fosters 
private investment by exercising restraint with respect to current government 
expenditure. 


Though price behavior by all measures was moderate, it was more moderate by 
some measures than by others. The consumer price index (CPI) stood 10.4 
percent higher at the end of 1981 than at the end of 1980, but based on the 
average of each month's rate of increase, the Government's preferred measure, 
it rose by only 8.2 percent. The wholesale price index actually fell by 1.1 
percent year-end over year-end, because of a four percent drop in the second 
half, but rose four percent for the year by the Government's measure. The GDP 
deflator rose by 5.4 percent. Changes in all three indices, except the 
year-end 1981/year-end 1980 CPI change, evidenced lower inflation in 1981 than 
in 1980. Consumer prices have actually fallen slightly in the first three 
months of 1982. 


The rise in consumer prices was due mainly to increased food costs, a change 
from 1980 when increases were more evenly spread among categories and 
transport and housing rose the most. Food is weighted at 49.55 percent in the 
CPI. Some restructuring of the local agricultural sector and higher labor 
costs in the labor-intensive and difficult-to-upgrade restaurant sector 
contributed to higher food costs, while the sluggish world oil market 
contributed to the easing of the increase in transport costs. The CPI 
exhibited its sharpest increases from April through August. Although 
increases in fuel costs were, as last year, the prime contributors to upward 
pressure on the WPI, the increases were much more moderate than last year (18 
percent vs. 62 percent), which in turn accounted for most of the improvement 
in the WPI overall. On the downward side, prices of non-fuel crude materials 
(mainly rubber and timber) and edible oils fell during 1981. In Singapore 
movements in wholesale prices are not as reliable leading indicators of 
movements in consumer prices as is the case in larger economies, because many 
of the items in the index consist of imported goods used to produce exports 
rather than of items destined mostly for the local consumer market. Increases 
in the GDP deflator, perhaps the best overall measure of movement in the price 
level, were spread fairly evenly over all categories of output, with 
agriculture and construction rising the most (ten and twelve percent, 
respectively). 


Price behavior in Singapore historically has been relatively stable, in large 
part because Singapore usually is.able to confine price increases to the 
minimum amount dictated by external factors beyond Singapore's control, recent 
wage increases and this year's agricultural developments notwithstanding. 

This is the result of a combination of policies. Fiscal policy does not 
aggravate demand pressures and is usually contractionary. Development 
expenditure is carefully spaced and is concentrated on productive investments 
in infrastructure. There are no major subsidies for any public services 
except for housing and medical care. Monetary policy is accommodative; it is 
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mainly an adjustment of the "overkill" which results from contractionary 
fiscal policy. Virtually no transfer or factor payments in Singapore are 
indexed. There is little protection of inefficient industries in Singapore, 
and what remains is being phased out. Singapore obviously cannot escape 
higher petroleum prices, but it does not add to them with domestic factors and 
does force the economy to adjust quickly and fully to new realities. In 1981 
increases in the price level were held down considerably by the very strong 
performance of the Singapore dollar, which, for the year as whole, gained 
against all major currencies except the yen. 


Monetary policy in Singapore cannot be defined by reference to any of the 
major schools of monetary philosophy. The Monetary Authority of Singapore 
(MAS), in many ways Singapore's de facto central bank, does not focus 
exclusively or rigidly on either a set rate of growth in the money supply, or 
on interest rate targets. The MAS' ability to have a major and sustained 
effect on interest rates or the money supply is inhibited by the fact that 
Singapore has a small, open economy with a freely convertible currency and an 
international financial market. Capital inflows or outflows can offset the 
effect of monetary policy on interest rates, although this is difficult to 
track empirically because capital account data are published only on an annual 
basis. 


In 1981, M-1 rose by 18.0 percent and M-2 by 22.4 percent. As would be 
expected in an economy which grew by 9.9 percent, the demand for credit was 
strong and bank lending contributed significantly to increases in the money 
supply. While M-l rose in total by Singapore $1.1 billion, net lending to the 
private sector was Singapore $2.5 billion. Strong capital inflows contributed 
another Singapore $1.3 billion to the growth in M-l. On the other hand, net 
deposits of the public sector rose by Singapore $3.2 billion, reflecting 
fiscal policy's traditional contractionary impact on liquidity. The MAS 
reportly intervened heavily late in 1981 and early in 1982, bringing down 
interest rates, but continued high U.S. rates eventually will unavoidably keep 
Singapore rates at relatively high levels. They have rebounded already in 
1982. 


Both external developments and strong domestic demand for credit kept interest 
rates high by historical standards in 1981: 


1980 1981 1981 1981 1981 1982 
(End of period) (Dec. ) (March) (June) (Sept.) (Dec. ) (March) 


3-Month Inter- 

bank 13.06 11.94 12.00 be yiau 8.50 
Prime Rate 13.60 13.68 13.40 14.53 11.83 9.75 
3-Month SIBOR 

(Euro-dollars) 18.25 14.88 18.69 16.50 14.38 14.00 
S$/US$ (average 

for period) 2.1049 2.0957 2.1448 2.1461 2.0516 2.1199 


Source : Dec 1980-1981 - Monetary Authority of Singapore 
March 1982 - The Development Bank of Singapore. The March, 1982 
Prime Rate is not comparable to the Prime Rate data for the previous periods. 
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The Singapore dollar for most of 1981 was able to buck the strength of the 
U.S. dollar and when it did lose ground, it did so grudgingly. There were two 
reasons for the Singapore dollar's strength. First, U.S. dollar/Singapore 
dollar interest rate differentials, when adjusted for inflation rate 
differentials by GDP deflators, were usually comparable to U.S. rates. (As 
mentioned above, this is difficult to avoid for a sustained period.) Also, 
capital flows connected less with short-term, interest-rate sensitive 
instruments, and more with direct foreign investment, strong domestic credit 
demand, and the strong property and stock markets in the first half of the 
year, supported the Singapore dollar. 


The outlook for the economy in 1982 is good. As it has for the past two 
years, the Government again is predicting a reduction in the the growth rate. 


This time it may actually happen. There are some signs of relative 
softness--unemployment rose from 2.9 percent in June, 1981 to 3.9 percent at 
year-end; there have been some layoffs in the electronics sector; the growth 
in exports has fallen off (this is discussed further below); the wholesale 
price index fell in November/December; the index of industrial production fell 
in the fourth quarter of 1981 (a quarter during which it usually rises on a 
seasonably unadjusted basis); and the Government's quarterly Survey of 
Business Expectations shows marginally lower expectations for business 
expansion in early 1982. But it is always dangerous to predict a decline in 
the growth rate in Singapore. Though the economy's health is unquestionably 
tied to international economic developments, Singapore has proven itself 
better able than might be expected to weather recessions in its industrialized 
trading partners. It has been able to retain some buoyancy during downturns 
abroad by seeking out new markets and expanding market shares in existing 
ones, attracting foreign investment, and altering fiscal policy, primarily 
through large Government projects. The diversification of Singapore's export 
markets means that only a simultaneous downturn in the major Western economies 
would reduce severely Singapore's growth rate. Singapore is a small economy 
dependent on trade and it cannot escape the impact of international econonic 
developments. But it is also a structurally diverse, well-managed economy 
with a high rate of investment. Singapore's growth rate will ease in 1982, 
but not by much. 


SECTORAL DEVELOPMENTS 


Singapore's economy historically has been services oriented, but manufacturing 
has expanded its share of GDP in a rapidly growing economy from 15 percent at 
independence to 22 percent in 1981 (at constant (1968) factor cost -- 29 
percent at current factor cost). The real growth rate of the manufacturing 
sector in the seventies--over twelve percent--exceeded that of all sectors 
except transport and communications (which grew at almost fifteen percent). 

In the past two years, however, both the transport and communications sectors 
and the financial and business services sector have grown faster than 
manufacturing. 
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GDP AND GROWTH BY SECTOR 
Percent 


Growth 

Rate 
1960 1970 1980 1981 1981 
(At constant 1968 factor cost) 


Goods Sector a. 29 29 
Manufacturing 13 22 ie 
Construction 4 
Other Goods 4 

Services Sector 78 
Trade (including 

tourism) 33 

Transport & 

Communications 14 

Financial & 

Business Services ll 14 16 
Utilities 2 3 3 


Other Services 18 14 10 


(At current factor cost) 


Goods Sector 37 
Manufacturing 28 
Construction 7 
Other Goods 2 

Services Sector 63 
Trade (including 

tourism 5 24 
Transport & Communi- 

cations 14 12 
Financial & Business 

Services ll 15 
Utilities 2 2 
Other Services 18 10 


Manufacturing 


The value of output in the manufacturing sector rose by thirteen percent in 
1981 and production rose by ten percent according to the Index of Industrial 
Production. The largest sector measured by the value of output is petroleum, 
but this reflects the high price of unrefined crude relative to refined 
petroleum products more than the sector's contribution to the economy. 





MAJOR MANUFACTURING SUBSECTORS 


% of Total Growth in 
Value Added Value Added, Employ- 


in Mfg'ing 1980/81 ment 


Machinery & Appliances 

(incl. electronics) ’ 12. 105,399 
Petroleum id ‘ 3408 
Tranport Equipment (incl. 

ships, ship repair, & oil 

rigs) j ‘ 29, 364 


The electronics sector is the largest manufacturing subsector, both by 
value-added and employment. It has diversified and upgraded as the 
Government's economic policies have impacted on the composition and 
labor-intensity of production. Consumer appliances still figure prominently 
in output (although component output is larger), but the degree of simple 
assembly done in Singapore is being reduced. The sector's growth was strong 
in the first half of the year but actually fell in the third and fourth 
quarters according to the Index of Industrial Production, in response to 
declines in consumer demand aboard. 


Singapore is the world's third largest petroleum refining city, with a 
capacity of 1.1 million barrels per day. According to Singapore trade 
statistics, which exclude trade with Indonesia, imports of crude rose by 43.8 
percent, from $12,153.6 million to $17,474.7 million in value terms, and by 
6.6 million tons to 31.7 million tons in volume terms. The Embassy estimates 
that actual refining averaged about 780,000 barrels per day (including oil 
from Indonesia), an increase from about 720,000 barrels per day in 1980. 
Singapore traditionally refines mostly Mid-East crude but has been increasing 
its processing of crude from the region, primarily from Indonesia. Crude 
imports from Brunei, Malaysia and Indonesia as a percentage of total crude 
imports have risen from 23 percent in 1978 to over 30 percent in 1981. 


Foreign investment is heavily concentrated in the petroleum sector, accounting 
for around $1.5 billion, or 41 percent, of the total of $3.7 billion invested 
by foreigners. There are several large projects on the boards. Shell's 
hydrocracker complex, Singapore's first, is expected to come onstream in 1983 
with a production capacity of 20,000 barrels per day. A second hydrocracker 
project has been proposed by the Singapore Refining Company. Costing an 
estimated $250 million, the latter will have a capacity averaging 30,000 
barrels a day. Mobil has budgeted $50 million for a processing unit to 
upgrade its refining operations. In addition, Esso is carrying out a $140 
million expansion program. 
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Transportation equipment turned in a very strong performance, as ship 
construction and repair and oil rig fabrication grew rapidly. Revenue from 
ship construction and repair still exceeds that from oil rig construction 
($771.4 million vs. $255.6 million in 1981), but oil rig revenue has grown 
more rapidly. Singapore's yards received orders for 33 rigs in 1981 and have, 
at present, a backlog of 23 rigs, enough to keep them busy through the end of 
1983. 


The so-called traditional subsectors of Singapore's manufacturing sector -- 
food, textiles, timber, and rubber processing -- all registered stagnating or 
declining output in 1981, reflecting both weak external demand and the 
pressures of the Government's policy to shift to more sophisticated industries. 


According to Singapore's Economic Development Board (EDB), new investment 
commitments in manufacturing again were dominated by foreign firms, although 
local firms increased their share of new commitments from 12.7 percent in 1979 
to 14.4 percent in 1980 and 31.5 percent in 1981. The leading sectors for 
investment commitments (fixed assets in manufacturing) were electrical 
machinery and appliances (US$213.7 million), non-electrical machinery 
(US$149.3 million) and transport equipment (US$127.2 million). Commitments 
from U.S. firms were estimated at 30 percent of all foreign commitments. The 
Embassy estimates that total investment by all U.S. firms in Singapore was 
US$3 billion at the end of 1980, including service firms, and current and 
fixed assets. About US$1 billion was in fixed assets in manufacturing. 


Services and Trade 


Singapore's economy is primarily a service and trading economy and will remain 
so for the foreseeable future. Services and trade accounted for almost 
three-quarters of GDP in 1981 (at constant (1968) factor cost -- two-thirds at 
current factor cost). 


Although the services sector continues to dominate the economy, its structure 

has changed considerably. Reflecting the relative decline in the role of 

entrepot trading, trade's share of the services sector has dropped from 33 

percent in 1960 to 30 percent in 1970 to 23 percent in 1981. Financial and 

business services rose from 11 percent to 14 percent to 17 percent, (all at 
constant factor cost). 


The trade sector accounted for 23 percent of GDP in 1981. Reflecting the 
emergence of the industrial sector, domestic exports were 66.5 percent of 
total exports in 1981, compared with 6.2 percent in 1960 and 38.5 percent in 
1970. 


Total goods trade was $48.5 billion, up 10.5 percent in Singapore dollar vaiue 
over 1980, on imports of $21.0 billion and exports of $27.5 billion, compared 
with $19.4 billion and $24.0 billion, respectively, for 1980. The merchandise 
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trade deficit rose from $4.6 billion to $6.6 billion, while the surplus on 
services increased from $2.8 billion to $4.6 billion. The overall current 
account deficit was $1.7 billion. The reduced growth in total trade (10 
percent in 1981 vs. 34 percent in 1980) and in exports (seven percent in 1981 
vs. 34 percent in 1980) reflects weak demand aboard, but the reduction is less 
severe when domestic exports only are considered -- they grew by 14 percent. 
When dealing with Singapore trade statistics, the large trade in re-exported 
commodities, and the large petroleum sector, must be kept in mind. Changes in 
oil prices or in the prices or values of commodities which are only 
re-exported and not processed here can make swings in Singapore's exports 
values look more important then they really are to the economy. 


Singapore's major trading partners were Japan, Malaysia, and the United 
States. The United States was the largest customer for Singapore's domestic 
exports. 

SINGAPORE'S MAJOR TRADING PARTNERS, 1981 


(US$ billions) 


Percent of 
Worldwide Total Domestic 


Total Trade Trade Imports Exports Exports 


Japan 3.1 Io Siz aes is? 
[leading imports: iron & steel ($0.76), 
telecommunication apparatus ($0.63), 


electrical machinery ($0.54)]. 

[leading exports: petroleum & products ($1.48), 
electrical machinery ($0.07), 
crude rubber ($0.06) ]. 


Malaysia 13.8 6.7 

[leading imports: petroleum & products ($1.20), 
crude rubber ($0.72), 
electrical machinery ($0.28)]. 

[leading exports: petroleum & products ($0.96), 
electrical machinery ($0.26), 
industrial machinery ($0.18)]. 


United States 12.3 6.2 aoe 
[leading imports: electrical machinery ($0.76), 
general industrial machinery ($0.43), 
special industrial machinery ($0.29) ]. 
[leading exports: electrical machinery ($0.74), 
telecommunication apparatus ($0.44), 
transport equipment ($0.39)]. 





Percent of 
worldwide Total Domestic 
Total Trade Trade Imports Exports Exports 


1415 D6 Dok Woo 0.2 
petroleum & products ($5.13)], 
cereal preparations ($0.10), 
equipment ($0.06), 
m & products ($0.04) ]. 


“dl 4.9 7 
neral industrial machinery ($0.28), 
ectrical machinery ($0.28), 
nsport equipments ($0.23) ]. 
lecommunications apparatus ($0.37), 
rubber ($0.25), 
trical machinery ($0.26)]. 


s electronic components and assemblies. 


exports worldwide and tc the United 


WITH U.S. 


VALUE 
COMMODITY (US$b) 


Elect. 0.76 
Gen. indust. 
machinery 0.43 
Special 
indust.mach. 0.29 
Power gen. 
machinery 24 
Transp. equip. 0.16 


Elect. mach, .74 
Telecom. 

appar. 44 
Transp. equip. 0.39 
Crude rubber sek 
Clothing ok? 


Elect. mach. 
Telecom. 
appar. 
Transp. equip. 
p. Clothing 
equip 0.42 ‘ Pet. & prod. 


Clothing 
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Total trade with the United States for all of 1981 was $6.2 billion, with a 
$713 million balance in favor of the United States. Total U.S./Singapore 
trade increased by 5.6 percent in Singapore dollar terms in 1981 (seven 
percent in U.S. dollar terms). 


Singapore, traditionally a free port, experimented with industrial protection 

shortly after independence but quickly backed off and in 1979 committed itself 
to dismantling almost all of the few tariff barriers which remain in Singapore 
except for those which provide for preferential treatment for ASEAN members. 


It is important to note that Singapore's trade statistics exclude figures for 
trade with Indonesia (out of concern that the statistics might clash with 
those released by Indonesia). Indonesian figures put total trade at $3.4 
billion for 1980 and $1.4 billion for the first five months of 1981, with the 
balance heavily in Indonesia's favor. Indonesia's trade statistics show that 
Singapore imports primarily crude petroleum, crude rubber, and tin from 
Indonesia and exports petroleum products, crude petroleum and machinery 
appliances and parts. 


The trade sector includes the tourism sector. Arrivals in 1981 were 2.83 
million, up from 2.56 million in 1980. The largest sources of tourists were 
Indonesia, Malaysia, and Japan. The sector is the focus of intense 
promotional efforts by the Singapore Tourist Promotion Board and Singapor 
Airlines. 


The financial and business services sector grew by eighteen percent in real 
terms in 1981, faster than any other sector of the economy, and it now 
accounts for seventeen percent of GDP. The financial sector has several 
elements: a domestic banking sector dominated by four large local banks but 
with numerous foreign and local participants including a plethora of 
"quasi-banking institutions," an offshore or Euro-currency market and a 
foreign exchange market, a stock market, and a gold exchange. 


The Euromoney (offshore) market has been assiduously nurtured by the 
Government since its inception in 1968. It grew by 57.8 percent in U.S. 
dollar terms in 1981, as the assets and liabilities of banks' offshore units 
based in Singapore rose from $54.4 billion to $85.8 billion. Singapore 
remains the largest offshore market in Asia though it is always watching its 
closest rival, Hong Kong. The market is predominently interbank. There are 
109 foreign banks (as at end-1981) with branches in Singapore, all of which 
have offshore units (as well as 45 foreign bank representative offices). 
Foreign exchange trading is said to hit seven billion U.S. dollars on some 
days. 


The Stock Exchange of Singapore was the talk of the town for the first six 
months of 1981, as construction activity and other factors pushed the market 
to record levels. A major "correction" in late June and July burst the 
bubble, however, and the market's performance has been lackluster ever since: 





March June Sept. Dec. March 
1981 1981 1981 1981 1982 


S'pore Straits Times 

Index of 30 Indust. 823.7 967.6 649.1 780.8 727.4 
S'pore Business Times 

Indicator 46,942.5 134,148.6 116,560.00 111,123.0 177,137.0 
Stock Exchange of 

S'pore Index 

(Indust. & Commer. ) 773.6 943.4 596.1 668.3 617.43/ 


a/ Refers to average for month of February. Index at end of March was 
571.07. 


Volume traded: 1979 : 962.6 1980 : 2183.6 1981 : 2734.1 
(million units) 


Transport and communications services (not to be confused with the transport 
equipment manufacturing sector) also outpaced the economy as a whole in 1981, 


growing by 12.6 percent. The sector's role in the economy is a function both 
of Singapore's ideal location in the region, and the Government's policy of 
sustained investment in the infrastructure necessary for efficient and modern 
shipping, telecommunications, and air transport. Included in this sector is 
most of the activities of the government-owned Singapore Airlines (SIA), which 
accounts for about 3.7 percent of GDP. SIA is the second largest commercial 
employer in Singapore. 


Labor 


Intense attention is being focused on labor and the labor movement because 
increasing labor productivity is one key element of the industrial 
restructuring effort, and because the Government places a high premium on 
labor harmony. Developments in training and in management-employee relations 
frequently become subjects for headlines in the local press. The training 
effort is being pushed on all levels. It is well-funded and is a top 
priority. The Government is examining the experiences of other countries, 
most notably Japan but including the United States, for ways to increase 
productivity and insure labor tranquility. 


The labor movement in Singapore is headed by the National Trades Union 
Congress, an umbrella organization for most unions in Singapore. Its 
secretary-general, Lim Chee Onn, is also a Member of Parliament and a Minister 
without Portfolio. He is presiding over a realignment of Singapore's union 
structure which will include a shift in emphasis from two omnibus unions to 
nine major industry-specific unions. 


The labor market was tight at all levels in 1981, despite the rise in the 
unemployment rate to 3.9 percent, from 2.9 percent at mid-1981. The NWC 
recommendations for blue collar employees, and market forces, pushed wages up 
by an average of 14 percent in 1981. 





Public Sector 


There have been several consistent features in Singapore's budgets over the 
past several years. Singapore divides budget expenditures into current 
expenditures and development (i.e., capital) expenditures. A high percentage 
of the budget is devoted to development expenditures -- 46 percent in FY 


19811’ and 55 percent in FY 1982. 


This reflects both the Government's 


efforts to hold down the current expenditures column and the importance the 
Government attaches to the development of Singapore's infrastructure. 
Developmental priorities are education (spending up 45 percent in FY 1982), 
housing (up 53 percent), and industrial and commercial development (up 12 
percent). Another feature is the regular surplus of revenues over current 
expenditures. Borrowing to finance the consolidated deficit (planned at 
Singapore $3.06 billion for FY 1982) is always almost entirely domestic, 
primarily placements with the Government's Central Provident Fund or the Post 
Office Savings Bank, both of which accumulate large cash balances which they 
make available to the Government on attractive terms. External public debt 


has been falling steadily. 


The budget for FY 1982 was dubbed by the press 


"Tony's Breather Budget" (after Minister of Trade and Industry Dr. Tony Tan) 


because it broke no new ground. 


There are no increases in tax rates and no 


new taxes, but there is also nothing to match the ten-percent income tax cuts 
introduced in 1981. There are minor tax concessions to individuals and 
investment incentives for approved new robots or other labor-saving 
equipment. Total spending is planned to increase by 29 percent. 


(Billion Singapore dollars) 
Current Expenditures 
Development Expenditures 
Total Expenditures 

Current Revenue 
Development Fund Income 
Balance 


a/ Development Fund Income for 
oo Government information. 
b/s Excludes CPF revenue. 


FY 198] FY 1982 
(Estimated) (Budgetted) 


5.59 
6.85 

12.44 
7.64 
1.74 

-3,060/ 


FY 81 as estimated by the Embassy from 


1/ Fiscal year runs from April 1 to March 31 the following year. 





IMPLICATIONS FOR THE UNITED STATES 


The large U.S. investment presence in Singapore, and the size of 
U.S.-Singapore trade with a balance in favor of the U.S., demonstrate the 
attractiveness of Singapore to U.S. investors and to U.S. exporters of both 
goods and services. Singapore's economy obviously is nowhere near large 
enough to have its cyclical movements affect the United States. 


The industrial restructuring effort and the factors which gave rise to it have 
several implications for existing and potential U.S. investors in Singapore. 
Labor-intensive investments such as electronics assembly will attract less 
Government support and will encounter relatively high labor costs, and labor 
shortages. Investment incentives will be applied selectively, with careful 
regard for each project's conformity with the restructuring effort. The new 
policy will also mean, however, that incentives for favored kinds of 
investment will be generous. Investors also will find that in addition to 
capital investment incentives, efforts to train workers will also draw strong 
Government support, financially and institutionally. 


On the trade side, the outlook is good for industrial and office products 
which increase labor productivity, such as computers and word processors, 
control process equipment, and most products which can be used in the 
automation of electronics, textiles, and raw materials processing, and 
warehousing and cargo handling. Rising affluence poses obvious opportunities 
for consumer goods and imported foods. Singapore also is a center for 
petroleum exploration and refining, which creates a market for oilfield 
equipment and refining equipment. 


There are numerous major projects in various stages of planning and 
execution. The Public Utilities Board is planning two new power generation 
facilities. The Telecommunication Authority of Singapore is building a 
variety of new antennae, participating in undersea cables, experimenting with 
fiber-optic cable in Singapore, and installing a digital switching system. 
The Port of Singapore Authority is constantly upgrading and expanding port 
facilities, including increasing container berths. Two enormous 
shopping/hotel/office/convention centers -- Marina Center and Raffles City -- 
are just getting underway and represent numerous opportunities for American 
suppliers. Singapore Airlines is looking at medium-range, twin-engine 
wide-bodies. Further down the road, there may be a mass rapid transmit system. 


Trade opportunities in Singapore extend beyond those in Singapore's domestic 
market. Singapore is a regional sales, servicing and warehousing center. 
Many sales offices of foreign firms here have regional responsibilities, and 
local agents and distributors, which are numerous in this trade center, often 
possess rights to market their suppliers' goods on a regional basis. 
Particularly for first-time exporters to Southeast Asia who have a product 
with regional potential, Singapore tends to be the first place to locate or 
search for representation. 











— 


